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SUBJECT: VIEWS OF BANK OF ISRAEL GOVERNOR GAFNI ON GOI ECONOMIC 
POLICY 

1 . DURING DISCUSSION WITH ECON COUNSELOR ON JULY 29, ARNON 
GAFNI, GOVERNOR OF THE BANK OF ISRAEL, OUTLINED HIS VIEWS 
ON PROBLEMS AND PROSPECTS OF ISRAELI ECONOMY 1977-79. GAFNI 
BEGAN ANALYSIS BY ATTRIBUTING DEFEAT OF ALIGNMENT IN LAST 
ELECTION OF PUBLIC REACTION TO HIGH LEVELS OF INFLATION. 

HE SAID LIKUD HAS FOLLOWING GOALS BETWEEN NOW AND END OF 
1979: 


- REDUCE INFLATION PERCENTAGE FROM HIGH 30'S IN 1976 TO 
20'S IN 1977 AND TO TEENS IN 1978-79. 

- REDUCE BALANCE OF PAYMENTS DEFICIT BY 200-300 MILLION 
PER M/YEAR OVER THIS PERIOD. 

- ACHIEVE REAL GNP GROWTH OF APPROXIMATELY 3 PER CENT 
IN 1977, 4-5 PER CENT IN 1978 AND 1979. 

2. GOI ACCEPTS FACT THAT MAIN ENGINE OF INFLATION HERE 
LIMITED OFFICIAL USE 
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IS HUGE GOVERNMENT DEFICIT. WITH MONTHLY DEFICIT 
RUNNING AT RECENT HIGH LEVELS, CRDUE MONETARY TOOLS 
AVAILABLE TO BANK OF ISRAEL ARE NOT EFFECTIVE. GAFNI 
BELIEVES THAT MOST BUDGET CUTS MUST BE IN SOCIAL SERVICES 
AND TRANSFER PAYMENTS. BY HOLDING BACK ON NOMINAL BUD- 
GET INCREASES IN THESE AREAS, GOI CAN REDUCE REAL EX- 
PENDITURES. PRESENT MOOD OF ISRAEL IS SUCH, HE THINKS, 
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THAT THIS IS POLITICALLY POSSIBLE. 

LEWIS 

LIMITED OFFICIAL USE 

NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: BANKS, DIPLOMATIC DISCUSSIONS, ECONOMIC TRENDS, ECONOMIC ESTIMATES 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 01 -Aug-1 977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977TELAV05627 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770274-0932 
Format: TEL 
From: TEL AVIV 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 977081 08/aaaadotl. tel 

Line Count: 64 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 98f82150-c288-dd11-92da-001cc4696bcc 
Office: ACTION NEA 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 22-Mar-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1427086 
Secure: OPEN 
Status: NATIVE 

Subject: VIEWS OF BANK OF ISRAEL GOVERNOR GAFNI ON GOI ECONOMIC POLICY 
TAGS: EGEN, EFIN, IS, (GAFNI, ARNON) 

To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/98f821 50-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



